FIN622 CURRENT SUBJECTIVE QUESTIONS 


SOLVED BY EL NAVEED 





Question # 1: 
State and explain any five generally acceptable accounting principles. 5 





Question # 2: 
What is the effect of financial leverage on the earnings of the firm? When 
leverage is advantageous? 3 





Question # 3: 


If u buy an inventory for 20,000 what'll be effect on new working capital. 
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Why revenue a/c is credited & expense a/c debited? Give reason. 
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Find quick assets & total current assets 


Question # 6: 


What is vertical & common size analysis? What is its usefulness? 3marks 
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Differentiate between operating cycle & accounting cycle of a company. 3marks 
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( Marks: 5 ) 


Following is the balance sheet of the ABC Company. 


ABC Corporation Balance Sheet Mar. 31, 1991 
Assets 

Cash Rs. 12,500 

Notes receivables 104,000 

Accounts receivables (net) 68,500 

Inventories at cost 50,000 

Plan & equipment (net of depreciation) 646,000 
Total assets Rs. 881,000 

Liabilities & Stockholder’s equity 

Accounts payable Rs. 72,000 

Notes payable 54,500 

accrue liabilities 6,000 

Common stock (60,000 shares, Rs. 

10par) 

600,000 

Retained earnings 148,500 

Total liabilities and owner’s equity Rs. 881,000 
Requirement: Find current Ratio and Quick Ratio? 


SOLUTION: 


Question # 9: 


Using the following information, compute the price earning ratio to the nearest 
tenth. 


Income Rs. 130,000 

Beginning shares outstanding 250,000 
Ending shares outstanding 270,000 
Current price per share Rs. 7.50 


Dividend per share Rs. 1.20 


Question # 10: 


Difference b/w Operating and Accounting Cycle. 
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Financial Challenge in the Managing a company operating cycle. 


Question # 12: 


Why P/E Ration generally higher during low inflation. 


Question # 13: 


Short Term liquidity of Companies. 


Question # 14: 


Find out Cash Flow from Operating Activities using Indirect Method. 


Question # 15: 

Explain these ratios? 

1. Cash ratio 

2. Quick ratio 

3. Current ratio 5 


Question# 16: (Smarks) 


Avg account receivable 400000 416000 









Credit sales 260000 310000 





Net 30 days 
Inventory receivable turnover ratio =???? 


SOLUTION: 


Question # 17: 
Debt is not always a bad thing. Explain 3 


Question # 18: 
How horizontal analysis minimizes the problems of vertical analysis? A 





Question # 19: 


List down the component of stockholders equity 3 


Question # 20: 


What is earning per share? 


Question # 21: 

Using the following information, compute the dividend yield to the nearest tenth. 
Income Rs. 130,000 

Beginning shares outstanding 250,000 

Ending shares outstanding 270,000 

Current price per share Rs. 7.50 


Dividend per share Rs. 1.20 


Question # 22: 


In one subjective question 3 different scenarios was given. Teacher asked to 
comment on the scenarios according to GAAP. 
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